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first promulgated, so long ago as 1776, by Adam Smith, and was
later submerged in the Napoleonic wars. The abstract argument
in favour of tree trade, as set forth by Smith and accepted by
most subsequent British economists, is derived from the prin-
ciple of division of labour. If A is good at making motor cars
and B is good at making wine, it is profitable to both that each
should confine himself to his own specialty and should exchange
his product with the other. If each spent half the day making
cars and half making wine, each would have fewer cars and
less wine than if each sticks to his own job. This argument
remains valid if A lives in one country and B in another. But
these abstract considerations had little effect on governments.
It was the German economist List who first (in 1841) provided
a theoretical defence of protectionism. This was the famous
'infant industries' argument. Take, say, steel. It may be that a
country is well suited by nature to the development of a great
steel industry, but that, owing to foreign competition, the initial
expenses are prohibitive, unless government assistance is ob-
tainable. This situation existed in Germany when List wrote and
for some time after that. But experience has shown that pro-
tection, once granted, cannot be withdrawn even when the infant
has grown into a giant.
Another argument, which is not purely economic, and which
has had more influence on governments, is that a nation should,
as far as possible, produce all that is needed in time of war.
This contention is part of the doctrine of economic nationalism,
to which the Manchester School, who were pacifists and anti-
imperialists, were bitterly opposed. Economic nationalism
proved, in the end, more powerful than the purely commercial
outlook of Cobden; but this was only one aspect of the growth
of nationalism in general.
The principle of free competition, as advocated by the Man-
chester School, was one which failed to take account of certain
laws of social dynamics. In the first place, competition tends to
issue in somebody's victory, with the result that it ceases and is
replaced by monopoly. Of lids the classic example is afforded by
1 the career of Rockefeller. In the second place, there is a ten-
dency for the competition between individuals to be replaced by
competition between groups, since a number of individuals can
increase their chances of victory by combination. Of this prin-
ciple there are two important examples, trade unionism and
economic nationalism. Cobden, as we have seen, objected to

